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AUSTRIAN KEY ECONOMIC INDICATORS 


Uniess otherwise indicated, all values in billions of 

Austrian Schillings (AS) and millions of U.S. Dollars % Change 

and represent period averages. 1978 1979 1979 1979 vs. 1980 est. 
(AS Bill.) (AS Bill.) ($ Mill.) 1978 a/ (AS Bill.) 

Exchange Rate: US $ 1.00 = AS 14.52 BS 23.37 AS: 13.37 AS 12.74 


Jan-Sep Av.) 
INCOME, PRODUCTION, EMPLOYMENT b/ ( P 


GDP at Current Prices 836.5— 914.3 68 , 383 : 996.2 
GDP at Constant (1964) Prices 406.77, 427.3 31,960 ; 441.7 
Per Capita GNP, (Current Prices) AS 111,410; AS121,860 $ 9,114 : AS 132,830 
Plant & Equipment Investment (-1i -) 209.4— 220.3 17,075 252.4 
Net Mass Income c/ 460.92/ 492.0 36,799 521.5 
Indices: 

Industrial Production (1971=100) 125.9 133.8 133.8 135.5 
Avg. Labor Productivity (1971=100) 130.4 139.2 139.2 a 144.8 
Avg. Industrial Wages (1956=100) 671.5 743.5 413.5 763.4 
Labor Force (1000s) 2,817 2,830 2,830 2,843 
Avg. Unemployment Rate (%) eu 220 2.0 io 


MONEY AND PRICES 
Money Supply (M1) ‘i 154.0 12,525 e N.A. 
Interest Rates (Central Bank) (%)d/ ‘ 3335 3:75 6:75 
Indices: 
Wholesale Price (1976=100) ‘ 108.4 108.4 417.26 
Retail Sales (1973=100) 118.2 11852 120.3 


BALANCE OF PAYMENTS AND TRADE £/ 
Gold & Foreign Exchange Reserves e/ 85.1— 6,362 - 9. N.A. 

External Federal Debt 63.7 4,764 + 6. 74.3 
Annual Debt Service g/ 628 + 91. Taf 


8.4, 
Balance of Payments - 20.6~, - 2,288 - N.A. 


Balance of Trade h/ ~ -7— ~ 58. 70/ - 4,387 + 15.8 - 83.5 
Exports, FOB i/ 176.12/ 206.3 153427 4 2752 225.4 
U.S. Share S23 52 392 - 0.7 5:0 
Imports, CIF i/ 231.9 269.9 20,184 + 16.4 310.8 
U.S. Share 7a 8.5 639 + 21.6 10.3 


MAIN IMPORTS FROM THE U.S. IN FIRST HALF OF 1980: ($ Million) 

Non-electric machinery, excluding business machines (51.8), office machines, EDP 
equipment and accessories (46.3), vehicles, including airplanes and boats (34.2), 
electrical machinery and equipment (27.1), NF metal ores, slag and ash (24.9), 
chemicals (17.3), pharmaceuticals (16.8), plastic materials (13.4), measuring and 
test instruments (9.7), photographic equipment (9.1). 


FOOTNOTES : 

* Preliminary; a/ Changes based on unrounded Schilling rather than dollar converted 
figures; b/ Revised figure; c/ Income of dependently employed persons plus transfer 
payments, after taxes, excludes self-employed income; d/ Since June 29, 1978: 4.5%; 
since Jan 25, 1979: 3.75%; since Jan 24, 1980: 5.25%; since March 21, 1980: 6.75%; 
e/ Official reserves at Central Bank; year-end figure; f£/ Includes revaluation of 
gold holdings by 33.7%; g/ Annual debt service, for external federal debt only; 

h/ Includes transit traffic; i/ Not including transit traffic. 


SOURCES: Austrian National Bank; Central Statistical Office; Austrian Finance 
Ministry; Austrian Institute for Economic Research. 





SUMMARY 


The Austrian economy is expected to grow about 3.5% in real terms in 
1980 after expanding by 5.1% in 1979. This is an unexpectedly strong 
performance, and a growth rate higher than that of most industrialized 
countries. Industrial production increased 7.3% in the first half of 
1980; although output declined in the third quarter, an annual growth 
rate of more than 4% can be expected. Labor/management relations con- 
tinue to be harmonious. Unemployment is forecast at 1.9% for 1980 
(2.0% in 1979), but unemployment pressure is expected to be felt more 
strongly in 1981 because of diminished economic activity projected for 
next year. The 1980 total budget deficit is expected to be AS 48 billion. 
This is about 2% below the budgeted level, and equal to 4.8% of GDP. 


In other respects, Austria's economic performance has been less satis- 
factory. The payments deficit soared to AS 30.6 billion in 1979. 

Despite favorable long-term capital movements for most of 1980, Austria's 
payments deficit is expected to worsen further because of serious 
deterioration in the trade account, which is forecast to show a deficit 
of AS 83.5 billion this year. Although the value of Austrian exports 

is projected to rise by 9% in 1980, strong domestic demand should cause 
imports to grow by about 15%. Energy, raw materials, and consumer goods, 
particularly automobiles, lead the import list. Inflation, as measured 
by the consumer price index, is expected to reach 6.4% in 1980, signifi- 
cantly higher than the 3.7% recorded in 1979. 


Austria imported goods valued at $ 544 million from the United States 
during the first eight months of 1980, 21% higher than the corresponding 
period in 1979. Austrian exports to the United States during the same 
period amounted to $ 257 million, down 3%. American products still 
enjoy a degree of price competitiveness because of the depreciation of 
the dollar versus the Schilling. American exporters will find Austria 

a challenging but worthwhile market despite its small size. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


After achieving 5.1% real growth in 1979, the Austrian economy continued 
to show a high level of activity during the first quarter of 1980, when 
real GDP expanded by 6.6% vis-a-vis the first quarter of 1979. However, 
in the second quarter, the economy lost a good deal of its momentum, and 
real GDP fell 1.2% from the previous quarter, although it was still 4.1% 
higher than the second quarter of 1979. Partly a consequence of sluggish 
conditions elsewhere, real economic growth in 1980 is expected to decline 
to 3.5%. This is a respectable showing considering the fact that the 
Federal Republic of Germany, Austria's largest trading partner (the FRG 
supplied 42.4% of Austria's imports and took 30.3% of its exports in 1979), 
is expecting real growth of only 2% in 1980, and that the entire OECD 
region is likely to achieve an average growth of only 0.5%. WIFO, the 
Austrian Institute for Economic Research, forecasts a 1% real growth rate 
for Austria in 1981. That figure is identical to the figure predicted 
for all OECD nations in 1981. 


The favorable Austrian economic performance in 1979 resulted principally 
from very strong foreign demand for the country's products (Austrian 
exports are responsible for about one-quarter of GDP). This trend con- 
tinued through the first four months of 1980. Since then, however, 
declining economic activity elsewhere has resulted in diminished foreign 
demand for Austrian exports. This was particularly apparent in the May 
and August export figures, which did not reach the level of the corre- 
sponding months in 1979. To a certain extent, weaker foreign demand 

from Western industrialized countries was compensated for by increased 
exports to OPEC countries. Nevertheless, Austrian exporters still paid 
relatively little attention to markets in non-oil-exporting developing 
countries. Another cause for concern is the fact that the mix of Austrian 
exports continues to be dominated by raw materials and semi-processed 
goods, rather than the high value-added manufactured products typically 
exported by industrialized countries. Commodity exports are expected to 
increase by about 9% to AS 225.1 billion, whereas commodity imports are 
expected to reach AS 310.8 billion (up 15%) in 1980. This would produce 
a commodity trade deficit of AS 85.7 billion, which should be reduced by 
the transit traffic surplus to AS 83.5 billion, still 42% higher than the 
AS 58.7 billion recorded in 1979. 


One of the main causes of the deterioration in the trade account, aside 
from the above mentioned slowdown of exports, is the price increase for 
imported energy, particularly for oil (Austria imports about 70% of the 
energy it consumes). Whereas 10% of Austria's export earnings paid its 
oil import bill in 1970, about 22% will be necessary in 1980. Energy 
imports in 1980 will amount to about AS 49 billion (AS 16 billion more 
than in 1979), and will account for about 57% of the trade deficit. 
Imports of raw materials and consumer goods also contributed significantly 
to the surge in the trade deficit. 





Austria's payments position worsened considerably in 1979 after improving 
in 1978. The payments deficit for 1979 was AS 30.6 billion, after a 
surplus of AS 0.1 billion in 1978. A further deterioration is expected 
in 1980, mainly as a result of the large trade deficit forecast for the 
year. A positive, albeit limited, development in the nation's balance 

of payments picture has been the turnaround in the long-term capital 
account. This item, which had a negative impact in 1979 and the first 
four months of 1980, revealed a net import balance for the first eight 
months of the year. Additional capital imports for the remainder of 1980 
are expected because of the interest rate differential between Austria 
and most other industrialized countries. 


As one would expect, weakening external demand has had a negative impact 
on industrial production. This was compounded by a reduction in domestic 
demand, which became especially noticeable during the summer months. Real 
industrial production growth rates of 6.3% in 1979 and 7.3% in the first 
half of 1980 dropped to 1.3% and 1.9% in July and August 1980, respectively. 
It was mainly the investment and consumer goods sectors which enabled the 
industrial production index to record any growth at all. The reduced 
activity at the beginning of the second half of 1980 is also reflected 

in the order situation. The nominal value of industrial orders on hand 

as of August 1980 was AS 107 billion, the lowest figure recorded thus 

far in 1980. About 55% of the value of these orders was placed by foreign 
entities. The inflow of new orders in August 1980 (domestic as well as 
foreign) was the lowest recorded since August 1978. 


The mining and basic chemical industries have shown relatively good results 
to date. The same is true for finished investment goods and consumer goods. 
However, growth in the semi-finished investment goods sector declined 
during the first seven months of 1980 vis-a-vis 1979, and in August of 

this year an absolute decline of 5% was recorded. 


The implications of the international steel crisis began being felt in 
Austria during the late summer of 1980. The economic and sociopolitical 
impact of the crisis is now particularly apparent in the Province of 

Styria, where much of the nation's small-to-medium scale iron and steel 
producers and fabricators (all of which are appendages of the state-owned 
VOEEST-ALPINE concern) are located. The Austrian government is presently 
examining measures to achieve a restructuring of the domestic steel industry. 


The Austrian labor situation remains strong. Labor productivity during 
1979 increased by 6.8%, and remained above 6% during the first half of 1980, 
However, the index showed an increase of a mere 0.3% in July 1980, and 

only 1.4% in August. 
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Austria's rate of inflation (as measured by the CPI) during the first nine 
months of 1980 averaged 6.3%, a figure that corresponds to the lower-middle 
range of inflation rates recorded by OECD nations. One of the main reasons 
for the accelerated CPI growth this year has been increased prices for 
energy and raw materials, which are now responsible for numerous price 
increases at the consumer level. WIFO predicts an increase in the CPI of 
6.4% for the entire year. About a quarter of this is directly attributable 
to higher imported oil prices. WIFO forecasts a CPI increase of 5.5% in 
1981, although several sharp price hikes (among them a 5% increase of the 
value added tax on energy, revenue stamp duties, postal fees, railroad 
rates) are expected early in 1981. 


Austria's hard Schilling policy has contributed to labor tranquility in 
Austria by helping to moderate inflation. Relatively low inflation rates, 
coupled with the government's commitment to full employment, set the stage 

for the harmonious and mutually respectful relations which have characterized 
labor/management relations here for the past few years. As a result, strikes 
are uncommon (indeed one observer calculated that the per capita time lost 

in Austria because of labor disturbances in 1979 was less than eight seconds), 
and the increase in industrial wage costs (after allowing for increases 

in productivity) dropped from more than 15% in the mid-1970's to near 

zero at the end of the decade. 


The total number of employed persons reached 2,841,472 in September 1980, 
up 0.8% over the corresponding figure a year before, and a new all time 
record. Unemployment in September was 1.1%. The average unemployment 
rate for the period January through September 1980 was 1.7%, less than 
the 2.0% recorded for the same period of 1979. The improvement in the 
labor market came mainly as a result of the good employment situation in 
the manufacturing industries during the first half of the year, anda 
rather restrictive handling of permits for guest workers. The average 
unemployment rate for all of 1980 is expected to reach only 1.9%, and 
increase slightly to 2.2% in 1981. 


The savings rate declined during the first four months of 1980 as a 
consequence of high consumer-goods spending and the disappointing growth 
of real wages. While nominal growth in this index has been noted during 
the subsequent 5 months, the rate of growth. was much lower than that 
recorded during the past 5 years. In view of this situation, and in 
order to maintain the value of the Schilling and thereby stabilize the 
current account position, the Austrian National Bank (ANB) introduced 

a number of restrictive measures. Principal among these are a strong 
limitation of credit expansion, a prohibition of advertisements for 
consumer credits, an increase of discount and Lombard rates, and a reduction 
of refinancing options for banks. The ANB intends to continue with the 
hard currency and high interest-rate policies because, in its view, they 
are necessary to dampen external inflationary pressures and maintain 
international confidence in the Schilling. 





Wage demands throughout 1979 were moderate. The wage index in that year 
was 5% higher than the 1978 level. Contracts negotiated in the fail of 
1979, which cover a large part of the Austrian work force, are now up 

for renewal. An important factor in these negotiations is that real wages 
for 1980 are expected to decline by 0.5 to 1% as a result of the 6*% 
inflation recorded so far this year. In most other countries, one would 
expect this to lead to sharply higher wage demands by labor. Not so in 
Austria. The average nominal wage increase reported in recently concluded 
negotiations amounts to only about 6%. Labor negotiators consider any- 
thing higher to be unrealistic in view of the current economic slowdown. 


Total retail sales (in real terms) were 5.4% higher in 1979 than in 1978. 
Sales of durables rose by 7.0% and non-durables by 4.9%. However, the 
growth rate in this sector in 1979 must be viewed in light of the 5% de- 
cline recorded in 1978, largely as a result of the imposition on January l, 
1978 of a 30% tax on "luxury goods." Total retail sales grew relatively 
strongly during the first quarter of 1980, but then weakened in subsequent 
monthsas growth in real income stalled, and the ANB introduced measures 

to limit consumer credit. The average real growth of total retail sales 
during the first seven months of 1980 was 2.1%, with durables up 2.4% and 
non-durables up 2.0%. WIFO's latest forecast for private consumption 
shows an increase of 1.75% (in 1980, and of 1% in 1981). Real public 
consumption is expected to increase by 2% in both 1980 and 1981 (it rose 

3% in 1979). Real investment is expected to increase by 3.75% in 1980, 
primarily because of 8% greater spending on machinery. Investment in 
construction in 1980 is expected to remain at the 1979 level. WIFO predicts 
a decline of 2% in investment in 1981 (machinery -3%, construction-1%). 


The 3.5% real GDP growth now expected in 1980, up a point from the 2.5% 
forecast six months ago, will help somewhat to diminish Austria's 

budget deficit. According to the Finance Minister, federal revenues are 
expected to exceed budgeted levels by about 2.7%, while expenditures 
should surpass the target by only 2%. As a result, the total budget 
deficit projected for 1980 is AS 48 billion, about 2% below the budgeted 
level. A 1980 budget deficit of this size will produce a 13% net increase 
in the national debt, bringing it to AS 261 billion, equivalent to about 
26% of GDP. 


The 1981 draft budget calls for revenues to grow more rapidly than expen- 
ditures, a further indication of the ongoing attempt to curb the deficit 
and the national debt. The draft forecasts revenues of AS 285.3 billion 
(up 12.7% over 1980 budgeted levels) and expenditures of AS 335.1 billion 
(up 10.9%). The resultant deficit of AS 49.8 billion, reduced by debt 
redemption of AS 24.8 billion, would require an increase in the national 
debt of 9.5%, to AS 286.3 billion, equivalent to about 27% of GDP. Foreign 
debt would rise to AS 80.7 billion of total debt, an increase of 12% over 
1980. 





The magnitude of the trade deficit expected for 1980, combined with the 
large deficits incurred in recent years, has forced Austrian authorities 
to make some hard socioeconomic decisions. Among the first of these has 
been the move to increase the valued-added tax on energy. Another has 
been the deferment -- for the second year -- of plans to lower the tax 
on wages. While the Schilling has been bolstered on foreign exchange 
markets by high domestic interest rates, these same rates also serve to 
dampen the growth of the economy. The modest growth forecast for 1981, 
in turn, will make it more difficult for the government to maintain full 
employment, one of the pillars of the ruling socialist government's 
economic policy, and preserve labor tranquility. 


Austrian authorities will have to be more adept than ever at juggling the 
mix of fiscal, monetary, exchange rate, export promotion, employment and 
incomes policies traditionally used to keep their economy humming. But 
many believe that no matter what mix might be implemented, economic per- 
formance will deteriorate. Inflation will account for more of nominal 
growth in 1980 and 1981. Unemployment, which is expected to be under the 
2% mark this year, is likely to creep above the 2% mark, which has come 
to be accepted as representing full employment by Austrians. Relations 
between labor and management could become less harmonious as profits shrink. 
And some cracks may develop in the facade of the hard Schilling. But 
despite this negative trend, Austria should again finish at least this 
year with an economic report card the envy of most of its OECD partners. 


IMPLICATIONS FOR THE UNITED STATES 


The continued high import demand in Austria together with a further decline 
of the dollar vis-a-vis the Schilling helped to produce an increase of 21% 
in the Schilling value of Austrian imports from the U.S. during the first 
eight months of 1980 over the same period of 1979, whereas total Austrian 
imports within that period showed an increase of 20% (a good deal of which 
is due to the oil price increase). The excellent U.S. performance has 
boosted the U.S. share in Austrian non-oil imports from 3.6% in the first 
eight months of 1979 (3.5% for the entire year 1979) to 3.8% in the period 
January to August 1980. The value of Austrian imports from the U.S. during 
the latter period amounted to $ 544 million. 


Austrian exports to the U.S. were down to $ 257 million; this led to a US 
trade surplus of $ 287 million during the first eight months of 1980 (as 
measured in Schilling values, 58% more than in the same period of 1979). 


Principal Austrian imports from the U.S. were non-electric machinery 
(excluding business machines), business machines (including EDP-equipment), 
vehicles, electrical machinery, metal ore and scrap, chemicals and pharma- 
ceuticals. 





The U.S., which for many years was a marginal supplier of raw materials 
and staples to the Austrian market, has succeeded in recent years in 
becoming a more important and permanent source of such imports for Austria. 


The U.S. Embassy in Vienna recently identified for U. S. exporters 

eleven product lines which it believes to have particularly strong 
incremental sales potential here in the short-to-medium term. These 
product lines are: computers and peripheral equipment (including small 
business computers and terminal systems, personal computers, video display 
terminals, small portable input devices, on-line retail data systems, and 
on-line bank teller terminals); electronic components (including integrated 
circuits, micro processors, metal film resistors, ceramic and mica di- 
electric capacitors, electronic connectors, photo diodes, microwave diodes, 
and switches for electronic circuits); medical instruments and equipment 
(including computerized medical diagnostic equipment, automated sample 
analyzers, automated blood cell counters, computers for patient monitoring 
systems, portable intensive care incubators, infant intensive care monitors, 
heart-lung machines, blood volume analyzers, body scanners, ultrasonic 
diagnostic equipment, laser equipment, cryosurgical equipment, pacemakers, 
gamma scintillation cameras and oxygen flow meters); analytical and 
scientific instruments (including test, measuring and analyzing equipment 
for electronic circuits, electronic field strength and intensity measuring 
equipment, semiconductor and electronic tube test equipment, laser devices, 
equipment for the automation of chemical analysis, physical properties 

test instruments, pollution control instrumentation); pharmaceutical 
preparations (including diagnostic substances, vaccines, antisera, oral 
antidiabetics, diuretics, antihypertensives, vitamins and minerals) ; 

hand and power tools (including do-it-yourself and homeworkers tools, 

hand and power tools for auto mechanics and service stations, power chain 
saws, pneumatic impact wrenches); electronic industry production and test 
equipment (including semiconductor and electronic tube test equipment, 

work bench equipment, soldering equipment, production machines for component 
parts, monitoring and wiring equipment, cleaning and galvanizing equipment 
and production equipment for printed circuits); printing equipment (including 
photosetting machines, lithographic stones, prepared printing plates and 
cylinders, auxiliary machinery, reprocameras and related equipment) ; 
business equipment (including word processing equipment, letter-addressing 
and mail handling equipment, electronic cash registers, and automated 
filing systems); sporting goods and recreational equipment (including 

ski and winter sports accessories, camping articles, hiking equipment, 
swimming pool accessories, tennis equipment, rescue and first aid articles, 
and all trend - setting novelty items); lawn and garden equipment (including 
powered lawn grooming equipment, garden tractors, powered shears, motor 
tillers, sprinkling systems). Other product categories showing strong 
potential are security equipment for industrial, commercial and residential 
use and fuel-efficient motor vehicles. These products were identified 
after careful consideration of the size of the local market, current and 
projected U.S. technological advantages, price competitiveness and in some 
categories the absence of local production. These items are also the 

focus of the Embassy's trade promotion activities. 
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U.S. agricultural exports to Austria are expected to continue to be heavy 
in fruits and fruit products as well as bulk commodities such as raw 
tobacco and soybean meal. Other items which have been moving to local 
markets in increasing volume are long-grain rice, frozen meats and raw 
cotton. The improvement in sales opportunities for U.S. agricultural 
exports, as a result of the decline of the dollar against the Schilling 
has been less than expected because the currencies of some competitor 
nations have also been devalued. 


American firms have demonstrated renewed interest in competing for major 
projects of late. Most of the large projects reported by the Embassy in 
the past year have been in the energy sector, but there were others in 
such fields as health and transportation. Competition for these projects 
is keen. Most of it comes from EEC and EFTA members whose industrial 
exports generally enter the Austrian market duty-free. 


U.S. companies interested in bidding on such projects should come prepared 
to discuss not only the technical merits of their prceduct but also such 
"offset" arrangements as local assembly, purchase of locally manufactured 
components, or outright purchase of Austrian goods for sale in the U.S.A. 
or in third-country markets. At least one member of the American firm's 
negotiating team should be fluent in technical German. 


The Austrian government generally welcomes productive foreign investment, 
viewing it as an adjunct to its full employment policy. Of particular 


interest are investments in industries which either replace imports or 
expand exports. Full foreign ownership is permitted, but some American 
firms have found joint ventures to be advantageous. Many American firms 
also find Vienna to be a good base for operations aimed at developing 
and servicing East European markets. 


There are a number of opportunities in Austria for displaying American- 

made products at Austrian general and specialized fairs and exhibitions. 

A list of these events will be published in the January issue of the 
Business America magazine. Exporters interested in marketing their products 
in Austria should contact the Austrian Desk Officer, Phil Combs, ITA/ ED/OCM, 
Room 1015 C, U.S. Department of Commerce, Washington, DC 20230, for detailed 
information. 
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